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Chapter 7
Intermediate Care Facilities for
Addictions Treatment

Intermediate Care Facilities (ICFs) for
Addictions Treatment: Overview and
Definition

An intermediate care facility for addiction®
refers to a facility designed to provide sub-
acute detoxification and rehabilitation for
alcohol and drug abusers by placing them in
an organized therapeutic environment, in

which they receive medical services,
diagnostic services, individual and group
therapy and  counseling,  vocational

rehabilitation, and work therapy while
benefiting from the support of a residential
setting. Intermediate care facility
addictions programs are provided in
freestanding facilities or as part of hospital
program. An adolescent intermediate care
facility is programmatically designed to
serve those 12-17 years of age, for lengths
of stay of 30-60 days. An adult intermediate
care facility is programmatically designed to
serve those 18 and older, for lengths of stay
of 7-21 days.

The State Health Plan for Facilities and
Services (“State Health Plan”) divides the
State’s inventory into two tracks of ICF
beds, private (Track 1) and public beds
(Track I1). *“Private beds” are privately-
owned intermediate care facility beds not
sponsored by local jurisdictions and without
significant funding by the State or local
jurisdictions.  These ICFs serve patients
providing no less than 30 percent of their
annual patient days to the indigent and gray
area population in adolescent intermediate
care facilities and no less than 15 percent of

! There are two types of intermediate care facilities.
In addition to ICFs for addiction treatment, Maryland
licenses intermediate care facilities that serve the
developmentally disabled. (ICF-MR).

265

the facility’s annual patients days in adult
intermediate care facilities (Track One).

Track Two, or “publicly-funded beds” are
intermediate care beds in facilities owned
and wholly operated by the State or
substantially funded by the State budget, or
in facilities substantially funded by one or
more jurisdictional governments.  These
facilities may be established jointly by
providers, as government contractors, with
the local jurisdiction or jurisdictions to meet
the special needs of their residents and must
reserve at least 50 percent of their proposed
annual adolescent or adult bed capacity for
indigent and gray area patients (Track Two).

Supply and Distribution of
Intermediate Care Facilities for
Addictions Treatment in Maryland

Over the past decade, several private and
public ICFs have closed as a result of
managed care policies that have
substantially reduced admissions and
reimbursement for residential addictions
treatment. As a result, there are 5 private
ICFs and 14 public ICFs that account for
660 beds in the state as of September, 2001.
There are three facilities that exclusively
serve adolescents ages 12-17. Three regions
(Montgomery, Southern Maryland, and the
Eastern Shore) of the State do not have a
facility dedicated for children and
adolescent addictions care.  Table 7-1
presents an inventory of beds by health
planning region, by category of adult or
adolescent, and for public and private ICFs.

2 In 1990 there were 16 private ICFs that had licensed
900 beds and 14 public programs with 453 ICF beds.
In 2001, Maryland had 693 fewer ICF beds, or a
reduction of about 48 percent.
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Table 7-1

Inventory of Intermediate Care Facilities for Addictions Treatment by State Health
Plan Category and Age, and by Health Planning Region and Jurisdiction, September 2001

Region Intermediate Care Number of Beds Total
Facility Beds
Public Private Adult Adolescent

Western Maryland 4 1 145 33 178
Finan Ctr. Massie N 25 0 25
Finan Ctr. — Jackson \ 0 33 33
Carroll Addict. Rehab. Cir. \ 20 0 20
Shoemaker Ctr. N 19 0 19
Mountain Manor N 111 0 111
Montgomery County 1 1 42 0 42
Avery Treat. Ctr. \ 0 32 0 32
Mont. Gen. Hosp. \ 10 0 10
Southern Maryland 2 0 60 0 60
Anchor @ Walden Sierra v 40 0 40
Reality House \ 20 0 20
Central Maryland 5 2 197 88 305
Pathways \ 20 20 40
Hope House \ 18 0 18
Turek House \ 63 0 63
Arc House \ 16 0 16
Mountain Manor —East N 0 68 68
Ashley \ 80 0 80
Eastern Shore 2 1 95 0 95
Whitsett Rehab. Ctr. \ 20 0 20
Hudson Center v 33 0 33
Warwick Manor N 42 0 42
Total 14 5 539 121 660

Source: Maryland Health Care Commission Files, September 2001
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Trends in Utilization of Intermediate
Care Facilities for Addiction
Treatment

Table 7-2 shows the distribution of addiction
admissions by type of treatment for four
fiscal years from 1997 through 2000. In FY
2000, ICF care constituted over 14 percent
of all public treatment services, according to

Hygiene’s Alcohol and Drug Abuse
Administration. ICFs have experienced a
two percent increase in the number of
discharges from FY 1997 to FY 2000.
When this data is subdivided by age group,
adults experienced a 2.3 percent growth in
discharges while adolescents experienced a
9.2 percent decline between FY 1998 and
FY 2000. (Tables 7-3 and 7-4)

the Department of Health and Mental

Table 7-2
Distribution of Discharges/Visits by Treatment Type
Maryland Alcohol and Drug Abuse Treatment Programs
Fiscal Years 1997-2000

Percentage
Difference in
Discharges
FY 97-00
(neg. #)

FY 1997
Discharge/
\Visits

FY 1998
Discharge/
Visits

FY 1999
Discharge/
\Visits

FY 2000
Discharge/
Visits

Program Type

Percentage

of Total
1.20

13.74)
44.80
13.20

Percentage

Of Total
1.20

15.70
44.80
13.20]

Percentage

of Total
1.20

14.50
44.80
13.20]

Percentage
of Total

1.20
15.57|
44.80,
13.20

779
8,639
31,681
8,665

751
9,597
29,622
8,653

775
9538
27,351
9,393

720
8828
27,241
8,015

Halfway House
ICF

Outpatient
Intensive Op

Non-hosp Detox 1,930 3.07 2,063 3.35 1,775 2.92 1,958 3.22

5.46
9.90
1.74
1.80
0.81
0.37

100.00

6.01
9.90
1.42
1.80
0.79
0.35

100.00

3614
5,732
872
995
312
394

60,751

5.95
9.90
1.44
1.80
0.51
0.65

100.00

8.21
9.90
1.43
1.80
0.50
1.41

100.00

Correctional 3,434
4,439
1,094
1,482
511
230

62,884

3,704
4,520
878
1,166
484
216

61,654

5,000
5,999
872
1,076
306
857

60,872

Maintenance

Methadone Detox

Residential

Hospital Detox
mbul. Detox

Total

Source: Alcohol and Drug Abuse Administration, DHMH Management Information Services, April, 2000
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Table 7-3
Intermediate Care Facility Utilization

By Discharges, Average Length of Stay and Patient Days
Adults Age 18 +, FY 1998 — FY 2000

FY 1998 FY 1999 FY 2000 Change FY 98- FY 00
Discharges 7,341 8,255 7,511 2.3
ALOS 18.1 14.8 184 1.7
Patient Days 132,831 122,297 138,908 4.6

Source: Alcohol and Drug Abuse Administration, August 2001

Intermediate Care Facility Utilization

Table 7-4

By Discharges, Average Length of Stay and Patient Days
Children/Adolescents age 0-17, FY 1998 — FY 2000

FY 1998 FY 1999 FY 2000 Change FY 98- FY 00
Discharges 1,056 890 959 (9.2)
ALOS 42.84 37.4 52.3 22.1
Patient Days 45,238 32,299 50,233 11.0

Source: Alcohol and Drug Abuse Administration, August 2001

FY 2000 data from the Alcohol and Drug
Abuse Administration show that sixteen of
the nineteen ICF programs are meeting or
exceeding their mandated indigent care
requirements. One public program and two
private programs are not meeting their
mandates. Facilities must meet their
indigent care mandates in order to have a
CON application for expanded bed capacity
accepted or docketing by the Commission. ®

Impact of Managed Care On
Addiction Treatment

The rise of managed care has had an
enormous impact on all areas of the health
care system.* Managed care decisions have

® Indigent care requirements for private ICFs are 15%
for adults and 30% for adolescents of total patient
days. Indigent care requirements for public ICFs are
50% for adolescents and adult of total patient days.

* Maryland has more than 2 million (45%) of 4.5
million insured residents enrolled in HMOs in 1999,
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been associated with an overall decline in
admission to and reimbursement for
residential addictions treatment. The
literature evaluating the impact of managed
care on addictions treatment is replete with
findings suggesting that addiction treatment,
especially in the very costly residential
settings represented by ICFs, has declined
under stricter utilization controls. Clearly,
the incidence of addiction (and crimes
related to it) has not experienced a parallel
decline. Some of the key findings include:

compared to the U.S. market share of 35%. The Inter
Study Competitive Edge: HMO Industry Report 2000.
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. Addiction disorders are among the
most frequently occurring mental
health problems in the United States
and impose an enormous cost upon
society of $246 billion per year.
Despite this, addiction disorders
continue to be  significantly
undertreated.®

. A review of the impact of managed
care on addiction treatment suggests
that some managed care structures
and practices may impede the
delivery of needed care.’

. The Hay Group found that the value
of addiction insurance coverage had
declined by 75% between 1988 and
1998 for employees of mid- to large-
size companies.®  This figure
compares with only an 11.5%
decline in the value of general health
insurance.

. A trend toward carve-out and for-
profit managed behavioral healthcare
organizations is associated with
lower financial incentives for
intensive treatment than those in
staff-model  and  not-for-profit
managed care organizations.’

® U.S. Department of Health and Human Services
(1998) The Economic Costs of Alcohol and Drug
Abuse in the United States, Washington, D.C. G.P.O.
® Regier, D.A., et al (1993) Archives of General
Psychiatry, 50, 85-94 and Newman R. (November
1998) Lawsuits Take Aim at MCO Abuses, American
Psychological Association Monitor, 29, p.25,

’ Addiction Treatment Advocates of Maryland,
ATAM Regional Medicaid Meetings Findings and
Recommendations, August 2001 (Unpublished)

& The Hay Group (1998) Substance Abuse Cost
Trends 1988-1998. Unpublished report
commissioned by the American Society on Addiction
Medicine

® Mechanic D. et al. Management of Mental Health
and Substance Abuse Services: State of the Art and
Early Results, The Milbank Quarterly, 73, 19-55, and
Institute of Medicine (1996) Pathways of Addiction:
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. A shift towards managed care has
also been associated with a drastic
reduction in frequency and duration
of inpatient hospitalization, even for
many patients who require this level
of treatment intensity. It is not clear
that this decrease has been offset by
a  corresponding  increase  in
outpatient treatment utilization.'°

As a result, in addictions treatment costs
have shifted dramatically from the private
sector to the public sector. The decline in
private ICF beds has lead to a greater
reliance on public sector ICF beds to
provide addiction rehabilitative care for
addictions.

The literature on managed behavioral health
care thus far suggests that 1) the majority of
insured Americans have mental health and
substance  abuse  benefits that are
administered  covered by  managed
behavioral care organizations; 2) the value
of benefit structures of such coverage are on
the whole more restrictive than previous
insurance arrangements; and 3) while
overall cost has been held in line with
general medical health care, the average
value of coverage for substance abuse has
tended to decline.

Opportunities in Drug Abuse Research, Washington,
D.C. National Academy Press,

1% Callahan et al, Evaluation of the Massachusetts
Medicaid Mental Health Substance Abuse Program
(1995) Institute for Health Policy, and Brandeis
University and Asher et al (1995) Evaluation of the
Implementation of Pennsylvania’s Act 152.

Note: Maryland hospital addiction admission have
remained at about 10,000 annually between CY
1998-CY 2000 but emergency room admission have
declined over the same period by 15% (18942/16011)
See Appendix 1. Preliminary look at outpatient
addiction volumes shows a decreasing trend. These
outpatient data are still preliminary.
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A strong consensus exists among clinicians
and researchers that substance abuse is
undertreated. Several major studies have
been done of substance abuse treatment
under managed care that shed light on
access, utilization, and treatment intensity.
The Institute of Medicine has summarized
several major studies on the effect of
managed care on substance abuse
treatment.**  All of these studies attempt to
compare different types of managed care,
and also to compare managed care with
services  provided  without  rigorous
utilization control.

These studies support the view that inpatient
substance abuse treatment has been curtailed
under managed care. While outpatient
substance abuse treatment is effective for
many uncomplicated substance abuse cases,
many other more severely compromised
patients, particularly those with dual
diagnoses, may need inpatient services. The
studies consistently suggest this may be
harder to achieve under managed care. In
addition, the lowered inpatient utilization
rates above do not appear to be accompanied
by corresponding increases in outpatient
utilization of services.  These findings
support the notion that managed care
practice may lead to under treatment of
substance abuse.

Final Report of the Drug Treatment
Task Force

Recommendations proposed in February
2001 by the Drug Treatment Task Force and
chaired by Lieutenant Governor Kathleen
Kennedy Townsend with  Vice-Chair
Delegate Dan Morhaim, M.D. support
increasing addiction treatment funding by

1 Institute of Medicine (1996) Pathways of
Addiction: Opportunities in Drug Abuse Research,
Washington, D.C.: National Academy Press
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$300 million over the next ten years. This
recommendation has had a positive impact
upon the availability of ICF services. FY
2001 saw a $25 million increase in public
funds for addictions treatment, with another
$22.2 million increase during the present
fiscal year. ™ In anticipation of this
increased  funding, the  Commission
amended the State Health Plan so that any
public ICF could be approved if it had
secured public funding. The Task Force’s
needs assessment identified 20 of the 24
Maryland  jurisdictions as  requiring
additional intermediate care facilities (ICFs)
or detoxification service capacity.*®

A related factor influencing the demand for,
and ultimately, the supply of ICF beds, is the
Medicaid Substance Abuse Improvement
Initiative developed by the Medicaid Drug
Treatment  Workgroup, which is an
outgrowth of the Drug Treatment Task
Force. The reforms being made to the
Health Choice program seek to proactively
identify enrollees needing substance abuse
treatment, allowing self-referral, even if the
chosen provider is not part of the managed
care organization/behavioral health
organization network. Changes constructed
to remove barriers to care including prompt
payment of providers within 30 days, and
an expansion of networks. As a fallback
position, the Medicaid Drug Treatment
Workgroup is simultaneously designing an
addiction ~ “carveout”  from  Medical
Assistance managed care, that would replace
the Initiative, if it fails to produce the
needed reforms and increased access to care

12 Drug Treatment Task Force Final Report,
Blueprint for Change; Expanding Access to and
Increasing the Effectiveness of Maryland’s Drug and
Alcohol Treatment System, February 2001

3 Drug Treatment Task Force: Filling In the Gaps:
Statewide Needs Assessment of County Alcohol and
Drug Treatment Systems, February 29, 2000
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for the addicted population. Evaluation of
the Medicaid Substance Abuse Initiative
will be finalized in April 2002, with a
decision of whether to proceed with
separating addictions treatment from the rest
of Medicaid addiction scheduled in May
2002. If the decision is made to move
forward with the addiction carveout, these
reforms are to be in place by January 2004.

Government Oversight of
Intermediate Care Facilities in
Maryland

Government oversight of intermediate care
facility services in Maryland, including staff
and program operation, is principally the
responsibility of agencies within the
Department of Health and Mental Hygiene,
including the Alcohol and Drug Abuse
Administration, Medical Assistance
Program and its managed care organizations
in HealthChoice, and the Office of Health
Care Quality (OHCQ). Although this report
focuses on the oversight responsibilities of
the Commission through the Certificate of
Need program, it is important to understand
how intermediate care facility services are

regulated by other agencies of state
government.
Department of Health and Mental

Hygiene (Alcohol and Drug Abuse
Administration). The Maryland Alcohol
and Drug Abuse Administration seeks to
maintain a statewide integrated service
delivery system by gathering and analyzing
data on the nature and extent of substance
abuse, and planning and funding prevention
and treatment services. ADAA with the
assistance of OHCQ monitors treatment
programs, and provides technical assistance

and training to service providers. It
participates in the assessment of services
and evaluation of client outcomes,
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collaborating with federal, state, and local
agencies to efficiently utilize existing
prevention and treatment resources and to
increase services based upon need, and
responding to court orders for the evaluation
and treatment of addicted offenders.

Medical  Assistance Program  —
HealthChoice. HealthChoice is Maryland’s
mandatory managed care program, which
was instituted in 1997 to provide health care
to most Medicaid recipients.  Eligible
Medicaid recipients enroll in a Managed
Care Organization (MCO) of their choice
and select a Primary Care Provider (PCP) to
oversee their medical care. MCO enrollees
select a PCP who is part of their selected
MCQ’s provider panel either at the time of
enrollment with the enrollment broker, or
once enrolled in their MCO. MCOs must
meet specific regulatory standards for
treating seven special needs populations.
These include 1) children with special health
care needs; 2) individuals with a physical
disability;  3) individuals with a
developmental disability; 4) pregnant and
postpartum women; 5) individuals who are
homeless; 6) individuals with HIV/AIDS;
and 7) individuals with a need for substance
abuse treatment.

Substance abuse treatment is a mandatory
covered benefit under the MCO. The
benefits include: 1) screening for substance
abuse, using an instrument comparable to
the Michigan Addiction Screening Test
(MAST) or the so-called “Cut down,
Annoyed, Guilty, and Eye opener” test
(CAGE), as part of an enrollee’s initial
health screen, initial prenatal screen, or
when behavior or physical status indicates
the likelihood of substance abuse; 2) a
comprehensive assessment following a
positive screen; and, 3) a continuum of
substance abuse services. Substance abuse
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treatment services include a comprehensive
substance abuse assessment; outpatient
substance abuse treatment; detoxification
treatment (either outpatient or inpatient if
medically necessary and appropriate);
residential addiction programs for children
under 21 and for Temporary Cash
Assistance Program (TCA) adult parents
(21+); and, addiction rehabilitative services
in  halfway houses and therapeutic
communities for eligible adult parents. For
persons with HIV/AIDS and for pregnant
substance abusing women, MCOs must
provide access to substance abuse services
within 24 hours of request. A new
Substance Abuse Improvement Initiative,
effective Jan 1, 2001, enhances access to
treatment services through a self-referral
process, ensures prompt payment of
correctly completed claims, and encourages
MCOs and their Managed Behavioral Health
Organizations (MBHOs) to contract with
treatment providers.

Office of Health Care Quality. The Office
of Health Care Quality (OHCQ) is mandated
by State and federal law to determine
compliance with the quality of care and life
safety standards for a wide variety of health
care facilities and related programs,
including intermediate care facilities for
addiction. The Developmental Disabilities,
Substance  Abuse, and  Community
Residential Programs unit ensures that all
assisted living programs, all residential and
outpatient mental health programs, all
alcohol and drug abuse treatment programs
and services, and all facilities for the
developmentally  disabled meet the
requirements of State regulations.

OHCQ no longer licenses these programs,
but instead issues a state certification to
intermediate care facilities. ICFs are
certified by OHCQ every two vyears
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regardless of whether the ICF has obtained
accreditation from the Joint Commission of
Healthcare Organizations. OHCQ reviews
the plans for service, minimum physical
facility requirements, staffing, intake
procedures, individualized treatment plans,
family care services, dietary services,
emergency contingencies, and cooperation
with outside service providers.

Department of Public Safety and
Department of Juvenile Justice. The
criminal and juvenile justice programs spend
a significant amount of funding on drug and
alcohol programs serving the criminal
justice population. In FY 2001, the total
amount of funding spent on drug treatment
totaled almost $31 million.**  Treatment
programs serving this population operate
inside institutions or correctional facilities,
and within communities. These programs
are not reviewed by CON but provide a
substantial part of the treatment capacity. In
FY 2001, several counties and Baltimore
City allocated increased funding for the
expansion of treatment programs serving
individuals in the criminal justice system.

Maryland  Insurance  Administration
(MIA). The Maryland Insurance
Administration (MIA) regulates the practice
and the financial performance of both health
insurers, third party administrators, and
“private review agents” who perform
utilization review as well as prior
authorization of addiction services for
insurers. It establishes requirements both
for rate-making and disclosure and for fair
trade practices.

A patient may appeal a grievance decision to
the MIA for an external review of the
carrier’s decision. Patients must exhaust the

1 This funding appears in several State agency and
local government budgets.
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carrier’s internal grievance process prior to
filing a complaint with MIA, with few
exceptions. The MIA handles consumer
complaints regarding medical necessity,
quality of care, and contract decisions made
by HMOs and other health insurers.*®

The Maryland Insurance Administration in
1998 assumed responsibility for qualifying
and regulating the “private review agents”
empowered to act as third-party utilization
entities in managing behavioral health care
in the state.  This authority had been
originally given to the Office of Health Care
Quality , and was transformed from the
licensing statute (at §19-301, et seq, of the
Health —General Article) to become Subtitle
10B, Title 15 of the Insurance Article,
Annotated Code of Maryland .*®

Office of the Attorney General, Health
Education and Advocacy Unit (HEAU).

The 1998 General Assembly passed the
Appeals and Grievance Law to provide
patients with an enhanced ability to resolve
disputes with their health insurance carriers
regarding denial of coverage by carriers.*’

The process outlined in the Appeals and
Grievance Law begins with an adverse
decision issued to the patient by the carrier.
An adverse decision is a written decision by
a health insurance carrier that a proposed or
delivered health care services are not
medically  necessary, appropriate, or
efficient. After receiving an adverse
decision, a patient may file a grievance

> In FY 2000, The Maryland Insurance
Administration’s 2000 Report on the Health Care
Appeals and Grievance Law, February 2001 reported
that 12% (390) of the complaints received were for
behavioral health grievances, including mental health
and addiction diagnoses).

18 This transfer was effected by Chapters 11 and 112,
Acts of 1998.

7 Maryland Code Annotated, Insurance §15-10A-01
through 815-10A-09

MARYLAND
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through the carrier’s internal grievance
process. The Health Education and
Advocacy Unit of the Office of the Attorney
General is available to attempt to mediate
the dispute, or if necessary, to help patients
file grievances with carriers.

In it’s November 2000 annual report, this
unit noted that only 16 percent of grievances
related to substance abuse were overturned,
as compared with 58 percent were
overturned for decisions related to other
types of care. The report attributes this low
reversal rate to vague, subjective, and less
measurable utilization criteria used in the
addiction field as the reason for this
disparity, all calls for standardized clearly
written utilization review criteria.'®

Maryland Health Care Commission.
Through the health planning statute, the
Maryland  Health Care = Commission
(“MHCC”) is  responsible  for  the
administration of the State Health Plan,
which guides decision making under the
Certificate of Need program, under which
actions by certain health care facilities and
services are subject to Commission review
and approval.® Through the Certificate of

18 Office of the Attorney General, Annual Report on
the Health Insurance Carrier Appeals and
Grievances Process, Health Education and Advocacy
Unit, Consumer Protection Division, November 2000
9 The MHCC also establishes a comprehensive
standard health benefit plan for small employers, and
evaluates proposed mandated benefits for inclusion in
the standard health benefit plan. In its annual
evaluation of the small group market, the
Commission considers the impact of any proposed
new benefit on the mandated affordability cap of the
small group market’s benefit package, which is 12
percent of Maryland’s average wage, and the impact
of any premium increases on the small employers.
With regard to nursing —home level care, Maryland’s
Comprehensive Standard Health Benefit Plan for
Small Businesses currently includes a “skilled
nursing facility care” benefit characterized as “100
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Need program, the Commission regulates
market entry and exit by the health care
facilities and individual medical services
covered by CON review requirements, as
well as other actions the regulated providers
may propose, such as increases in bed or
service capacity, capital expenditures, or
expansion into new areas.

Entry into the market for a proposed new
intermediate care facilities or bed capacity
has been explicitly regulated through
Certificate of Need since the 1988
enactment of a list of “medical services”
subject to CON if established by an
otherwise-regulated health care facility. As
with all Certificate of Need review in
Maryland, the analysis of applications for
CON approval for new facilities or
expanded bed capacity evaluates how
proposed projects meet the applicable
standards and policies in the State Health
Plan, and how they address the six general
review criteria found in the Certificate of
Need procedural regulations in COMAR
10.24.01.08G(3).® The State Health Plan
currently in effect (COMAR 10.24.14)
requires that a facility obtain a separate

days as an alternative to otherwise covered care in a
hospital or other related institution, i.e. nursing
home,” which carries “ a $20.00 co-payment or
applicable coinsurance, whichever is greater.”

20 |n brief, these criteria require an application to: (1)
address the State Health Plan standards applicable to
the proposed project (COMAR 10.24.14 Alcoholism
and Drug Abuse Intermediate Care Facility
Treatment Services); (2) demonstrate need for the
proposed new facility or service; (3) demonstrate that
the project represents the most cost-effective
alternative for meeting the identified need; (4)
demonstrate the viability of the project by
documenting both financial and non-financial
resources sufficient to initiate and sustain the service;
(5) demonstrate the applicant’s compliance with the
terms and conditions of any previous CONSs; and (6)
“provide information and analysis” on the impact of
the proposed project on existing health care providers
in the services area.”
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Certificate of Need for adolescent and/or
adult intermediate care facilities.

The method of projecting future need for
privately-funded intermediate care facilities
for addiction treatment in the Plan currently
in effect is regional in its focus, based on the
five historic health planning areas: Western
Maryland (which since 1987 has included
Carroll County, by the designation of the
County’s government), Montgomery
County, Central Maryland (Baltimore City
and the Baltimore, Harford, Howard, Anne
Arundel), Southern Maryland (including
Prince George’s and the Tri-County
Region), and the Eastern Shore.

State statutes and regulation require that an
intermediate care facility (ICF) receive a
Certificate of Need to close a facility.”
However, none of the ICFs that have closed
have submitted a Certificate of Need
application  when  declining  financial
situation or bankruptcy has involuntarily
forced closure.

Maryland Regulation of Intermediate
Care Facilities for Addictions
Compared to Other States

Maryland is one of 36 states, plus the
District of Columbia, that maintains a
Certificate of Need program for some
number of new or expanded health care
facilities and services. American Health
Planning Association’s Commission Staff
accessed the AHPA’s internet forum of state
CON and other major health regulatory
programs to determine which of the 37
programs include intermediate facilities for
addiction or residential addiction facilities
including bed capacity in the scope of their

?! Health General §19-120(j)(2)(iii)1, COMAR
10.24.01.02A(4)(F)(g)
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respective Certificate of Need review.
AHPA’s listing shows that 24 of the 36
programs  regulate intermediate  care
facilities or residential alcohol and drug
abuse programs through CON review. Staff
submitted e-mail requests for information
and received the following replies.

Since its inception in 1974, IHlinois' CON
program has only had jurisdiction over
licensed health care facilities. Thus,
residential substance abuse facilities would
need to come before the Planning Board.
Additionally, Illinois' CON program was
revised in April 1999. As part of that
revision the Substance Abuse / Addiction
Treatment category of service was
deregulated. At that point, the Planning
Board no longer reviewed facilities'
proposals for the development and/or
expansion of these services. When this
revision occurred, hospitals that had
substance abuse/addiction treatment beds
had those beds converted to medical /
surgical beds.?

The State of Florida has Certificate of Need
regulations for hospital-based inpatient
substance abuse services for children,
adolescents and adults in need of these
services regardless of their ability to pay.
This rule regulates the establishment of new
hospital inpatient substance abuse services,
the construction or addition of new hospital
inpatient  substance abuse beds, the
conversion of licensed hospital beds to
hospital inpatient substance abuse beds, and
specifies which services can be provided by
licensed or approved providers of hospital
inpatient substance abuse services.?®

22 Don Jones, lllinois Department of Public Health ,
August 15, 2001, E-Mail
23 Jeffery Greg, Florida Department of Health Care,
August 22, 2001, E-Mail
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The State of Montana requires a Certificate
of Need and licensing of free-standing
chemical dependency units. Hospital-based
units may be under the license of the
hospital and may not need a Certificate of
Need.?*

In South Carolina, “free-standing medical
detoxification facilities, inpatient treatment
facilities (ICFs), and narcotic treatment
program (methadone maintenance)” require
a Certificate of Need. Inpatient treatment
centers should be available within 60
minutes one-way travel for 90% of the
service area’s population. Inpatient
Treatment Facilities are physically distinct
from freestanding detoxification centers.
Applicants may not combine the bed need
for each in order to generate a higher bed
need for an inpatient facility. There are no
prohibitions against an inpatient facility
providing detoxification services to their
clients as needed, but the bed need
projections refer to two distinct treatment
modes that cannot be commingled.?

South Carolina’s inpatient treatment centers
“Residential Treatment Program facilities
(halfway house) do not require a Certificate-
of-Need, however, an exemption request is
required prior to the establishment of such a
program. Outpatient and  social
detoxification addiction facilities do not
require Certificate of Need.

A Certificate of Need would not be required
in Alaska and Missouri for a free-standing
residential substance abuse facility. If the
facility is a part of a hospital, the only

2+ \Walt Timmerman, Montana Department of Public
Health and Human Services, Phone Call August 16,
2001

2 South Carolina Plan, Alcohol and Drug Abuse
Facilities (2001) South Carolina State Health
Planning Committee, South Carolina Department of
Health and Environmental Contraol
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requirement is if it costs $1 million or more,
then it would have to go through the CON
process.?

In the State of Virginia, a Certificate of
Need is required for “inpatient substance
abuse treatment services" are substance
abuse treatment services provided through
distinct inpatient units of medical care
facilities or through free-standing inpatient
substance  abuse treatment facilities.
Inpatient substance abuse treatment beds are
licensed by the Department of Mental
Health, Mental Retardation, and Substance
Abuse Services (DMHMRSAS). A bed
need methodology and standards are used to
determine need by planning districts and
regulate availability and other qualitative
standards.”” The State of West Virginia also
has a methodology and standards to project
freestanding ICF bed for adolescents and
adults.?®

In the State of Oklahoma chemical
dependency units in general acute hospitals,
and freestanding alcoholism treatment
facilities must be approved under
Oklahoma’s Certificate of Need laws before:
establishing a new facility; increasing
psychiatric  or chemical dependency
treatment beds at an existing facility;
converting existing beds to serve persons
under age 18; transferring ownership or
operation of a facility; or spending $500,000
Or more on any project.

%Thomas Piper, Missouri Certificate of Need
Program, August 22, 2001 E-Mail and David Pierce,
Alaska Department of Health and Social Services,
August 20, 2001,E-Mail

2" E. Bodin, Virginia Department of Health, August
20, 2001, E-Mail

%8 Daryle Stepp, West Virginia Health Care
Authority, August 22, 2001, E-Mail

# Darlene Sardis, Oklahoma Health Resource
Development Service, August 20, 2001, E-Mail
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The States of Washington, New Jersey,
Michigan, Arkansas, and Oregon do not
review residential substance abuse facilities
under CON. There are, however, licensure
requirements.*

Alternative Regulatory Strategies:
An Examination of Certificate of Need
Policy Options

The options discussed in this section
represent alternative regulatory strategies to
achieve the policies, goals and objectives
embodied in Maryland’s Certificate of Need
program as it relates to the future regulation
of intermediate care facilities for addictions
treatment.

Option 1 - Maintain Existing
Certificate of Need Program
Regulation

This option would maintain the Certificate
of Need program as it currently applies to
intermediate care facilities for addictions.
Under current law, establishing a new ICF —
or new division of service designation
between adolescent and adult —requires a
Certificate of Need, based on Commission
review of an applicant’s consistency with
the State Health Plan policies, standards,
need projections, and other review criteria.
The Track | (private ICFs) and Track Il
(public ICFs) approach taken by the State
Health plan would be maintained.

% Janis Stigman, Washington Department of Health;
John Calabria, New Jersey Department of Health;
Catherine Stevens, Michigan Department of
Community Health, Jana Fussell, Oregon Health
Division, August 14, 2001 E-Mails
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Option 2 - Expand Certificate of Need
Program Regulation

This option would increase the types of
facilities covered by the Certificate of Need
review requirement to include non-hospital
detoxification, halfway houses, therapeutic
communities, and long term care addiction
facilities, which are necessary services to
complement and support  residential
treatment in ICFs.

Many inpatient facilities that provide many
of the services provided in an intermediate
care facility for addiction care;  Non-
hospital detoxification services, for example,
are provided on a regular basis in ICFs.

Option 3 - Partial Deregulation of
Intermediate Care Facilities from
Certificate of Need Review- Alcohol
and Drug Abuse Administration

This option would deregulate the public
ICFs from CON review and leave oversight
of public beds to the Alcohol and Drug
Abuse Administration. Under this option,
CON regulation of private ICF providers
would be maintained. Since there has been a
significant shift to the public sectors of the
responsibility to care for the substance
abusers, this option would give the
responsibility of planning for public ICFs to
the Administration where most of the
funding is aggregated.

Option 4 - Total Deregulation of
Intermediate Care Facilities from
Certificate of Need Review & Alcohol
and Drug Abuse Administration or
Proposed

This option would give total planning and
regulatory responsibility for ICFs to the
Alcohol and Drug Abuse Administration,
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the State agency responsible for the
planning, development, coordination and
delivery of services to prevent harmful
involvement with alcohol and other drugs
and to treat the illness of chemical addiction.
The ADAA has increased grant funding to
ICFs by 16 percent between FY 1999 to FY
2001 from $11,564,603 to $13, 423,865.
The Commission expects the majority of
ICF expansion to increase in the public
sector (Track Il). Letters of intent for CON
applications for new ICF capacity come
from public applicants in Baltimore City and
Baltimore and Wicomico Counties.

Alternatively, this authority could be
considered as a responsbilitiy for the Drug
and Alcohol Council proposed by the Drug
Treatment Task Force®*  Maryland’s
alcohol and drug abuse system is becoming
more sophisticated and complex as it seeks
to serve clients involved in a variety of
public and private systems, including health
welfare, child welfare, criminal justice
systems and insurance and reimbursement

systems.  Since increasing number of
agencies are involved in funding and
overseeing the delivery of treatment

services, an elevated level of statewide
coordination would improve the alcohol and
drug treatment’s ability to deliver effective
services. The Drug and Alcohol Council
would facilitate the necessary statewide
coordination and participation.

%! Drug Treatment Task Force Report, Blueprint for
Change: Expanding Access to and Increasing the
Effectiveness of Maryland’s Drug and Alcohol
Treatment System, February 2001
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Option 5 - Deregulate Intermediate
Care Facility Services from
Certificate of Need Review; Create
Data Reporting Model to Encourage
Quality of Care

Another option for intermediate care facility
service regulation involves replacing the
CON program’s requirements governing
market entry and exit with a program of
mandatory data collection and reporting, to
encourage continuous quality improvement
through the gathering and periodic
publication of comparative information
about existing programs. Option 5 supports
the role of government to provide
information in order to promote quality
health services. Performance reports, or
“report cards” as they have been come to be
called, are intended to incorporate
information about quality decisions made by
both employers and employees in their
choice of health plans, and by consumers
whose health plans permit a measure of
choice in providers. Performance reports
can also serve as benchmarks against which
providers can measure themselves, and seek
to improve the quality in any areas found
deficient. As such, report cards may both
inform consumer choice and improve the
performance of health services. Report
cards for intermediate care facilities services
—as for any other health care service — could
be implemented in at least two ways: public
report cards designed for consumers, or
performance reports designed to provide
outcomes information and best-practice
models for providers

. Option 5A - Public Report Card
for Consumers Specific for
Intermediate Care Facility Services

This option would create a vehicle for public
of

reporting basic  service-specific

278

information in a report card style format,
promoting consumer education and choice.
Behavioral health service report cards could

be designed to report on facilities,
physicians or provider groups, or a
combination. In response to a 1999

legislative mandate, the Commission is
proceeding with the development and
implementation of hospital and ambulatory
surgery facility report cards similar to the
HMO report cards it currently produces.
Therefore, this option for intermediate care
facility services could perhaps be the subject
of a future supplementary report, and could
eventually be extended to other substance
abuse treatment facilities.

¢ Option 5B - Provider Feedback
Performance Reports

Under this option, the Commission, ADAA,
or another public or contracted private
agency would establish a data collection and
feedback system designed for use by
providers. Like the report card option, this
involves mandatory collection of detailed
outcomes and process information from all
intermediate care facilities to measure and
monitor the quality of care using a selected
set of quality measures specific to
intermediate care facility programs. This
option is consistent with the recent national
policy debate regarding the need for more
information and improved accountability for
outcomes. While CON typically serves as a
means to create and allocate new facility-
based medical service capacity on a rational,
planned basis and is not generally intended
to monitor quality after an approved
program begins operation, this option does
further that objective.
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Option 6- Deregulation of
Intermediate Care Facility from
Certificate of Need Review

As noted through this report, Certificate of
Need as a regulatory tool to control cost or
address quality of care has been questioned
by advocates for a totally market-driven,
entrepreneurial approach to establishing and
providing health care services. In Maryland,
it can be argued that quality of care, once a
CON-approved facility or service begins
operating, is addressed by the standards of
JCAHO and the Office of Health Care
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Quality. Also, since a large percentage of
funding for treatment has been transferred
from the private sector to the public sector,
it could be argued that those who budget the
funding of these services should be
responsible for the planning and regulating
these services. Under this sixth option, all
CON review requirements related to both
market entry and exit would be eliminated
for intermediate care facility services in
Maryland.
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Figure 7-2
Summary of Regulatory Options for Intermediate
Care Facilities for Addictions Treatment

Options Level of Government Description Administrative Tool
Oversight
Option 1 No Change in o Market Entry Commission Decision

Maintain Existing CON
Regulation

Government Oversight

e Market Exit

Regulated by CON

Regulated through

(Certificate of
Need/Notice)

CON
Option 2 Increased Government | e Market Entry Commission Decision
Expanded CON Oversight Regulated by CON | (Certificate of
Regulation e Market Exit Need/Notice)
Through CON
Option 3 Change and Transfer o Market Entry Commission Decision

Partially Deregulate of
Intermediate Care
Facilities

Government Oversight

Regulated for
private ICFs by
MHCC and by
ADAA for public
ICFs

o Market Exit
Through CON or
Other Notice

(Certificate of
Need/Notice)

ADAA Decision
(Contract, Memorandum
of Understanding, Other
Notice)

Option 4

Deregulate ICFs from
CON Review - Alcohol
and Drug Abuse
Administration (ADAA)
Drug and Alcohol
Council

Change and Shift
Government Oversight

Market Entry or
Exit

e Limited Barriers to

Planning and regulation
by ADAA/OHCQ and/or
Councll

Option 5

Deregulate ICFs from
CON Review; Create
Data Reporting Model

Reduce Government
Oversight

e No Barrier to
Market Entry or
Exit

Performance Reports/
Report Cards

Option 6
Deregulate ICF from
CON Review

Eliminate Government
Oversight

¢ No Barrier to
Market Entry or
Exit

Remaining agencies
exercise oversight
authority (OHCQ, ADAA,
Medicaid)

Source: Maryland Health Care Commission, August 2001
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The Commission received no public
comments in response to the working paper
options.

Commission Recommendation
Recommendation 7.0

The Commission should continue to
regulate the creation of new
intermediate care facilities for
addictions treatment, and to expand
bed capacity at existing facilities.

Proposals to develop ICFs providing alcohol
and drug abuse services are reviewed based
on the State Health Plan chapter that
provides policies, standards, and need
projections for both private and publicly-
funded programs. Given that much of the
treatment capacity formerly in the private
sector is being redeveloped with public
funds, it seems reasonable to maintain the
current CON requirement at this time. Staff
suggests that the Commission recommend to
the General Assembly that its regulatory
oversight of ICFs for alcohol and drug abuse
services be maintained through the CON
program.
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APPENDIX 7-1

Maryland Inpatient Hospital and Emergency Room
Addiction Discharges and Visits
CY 1997 - CY 2000
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Appendix 7-1
Maryland Inpatient Hospital and Emergency Room
Addiction Discharges and Visits
CY 1997 — CY 2000

CY 1997 CY 1998 CY 1999 CY 2000

Inpatient E.R. Total Inpatient E.R. |[Total [Inpatient E.R. Total Inpatient E.R. Total

Discharges | Visits Discharges | Visits Discharges | Visits Discharges | Visits
ANNE ARUNDEL MED. CTR. 162 446 608 152 575 727 134 593 727 131 557 688
ATLANTIC GENERAL HOSPITAL 23 85 108 26 145 171 13 131 144 23 154 177
BON SECOURS HOSPITAL 114 365 479 119 458 577 107 508 615 145 614 759
BOWIE HEALTHCARE CENTER 0 16 16 0 36 36 0 33 33 0 35 35
CALVERT MEMORIAL HOSPITAL 68 143 211 79 194 273 90 215 305 80 152 232
CARROLL CTY. GENERAL HOSPITAL 81 243 324 103 350 453 67 194 261 74 86 160
CHILDRENS HOSPITAL 1 0 1 7 0 7 CLOSED| CLOSED| CLOSED CLOSED| CLOSED| CLOSED
CHURCH HOSPITAL 57 383 440 100 578 678 42 378 420 CLOSED| CLOSED| CLOSED
CIVISTA MEDICAL CENTER 34 118 152 54 231 285 39 170 209 56 182 238
DOCTORS COMMUNITY HOSPITAL 61 72 133 69 105 174 36 110 146 65 81 146
DORCHESTER GENERAL HOSPITAL 38 55 93 86 75 161 79 140 219 124 103 227
FALLSTON HOSPITAL 0 164 164 0 214 214 0 217 217 0 0 0
FORT WASHINGTON MEDICAL CTR. 25 33 58 18 40 58 15 63 78 25 54 79
FRANKLIN SQUARE HOSPITAL 242 452 694 222 846| 1,068 187 658 845 245 720 965
FREDERICK MEMORIAL HOSPITAL 100 473 573 107 509 616 173 566 739 241 557 798
GARRETT CTY. MEM. HOSPITAL 33 48 81 37 40 77 29 37 66 37 44 81
GOOD SAMARITAN HOSPITAL 78 126 204 113 228 341 117 281 398 95 301 396
GREATER BALTIMORE MED. CTR. 227 286 513 364 342 706 266 338 604 285 209 494
HARBOR HOSPITAL CENTER 88 357 445 112 524 636 98 486 584 127 530 657
HARFORD MEMORIAL HOSPITAL 169 173 342 153 238 391 156 311 467 130 324 454
HOLY CROSS HOSPITAL 112 246 358 106 312 418 101 298 399 112 269 381
HOWARD CTY. GENERAL HOSPITAL 169 263 432 119 341 460 131 331 462 127 319 446
J. HOPKINS BAYVIEW MED. CTR 2,207 722 2,929 2,276( 1,212| 3,488 2,433 705 3,138 2,692 26 2,718
JOHNS HOPKINS HOSPITAL 924| 1,561| 2,485 925| 1,758 2,683 508 1,335 1,843 492 924 1,416
J.H. ONCOLOGY 10 0 10 5 0 5 3 0 3 5 0 5
KENT & QUEEN ANNE'S HOSPITAL 18 44 62 14 63 77 21 41 62 30 79 109
LAUREL REGIONAL HOSPITAL 157 281 438 144 388 532 138 155 293 154 190 344
LIBERTY MED. CENTER (CLOSED) 135 DNR 135 136 DNR 136 52 DNR 52 CLOSED| CLOSED 0
MARYLAND GENERAL HOSPITAL 348 476 824 423 805| 1,228 375 1,000 1,375 390 1,004 1,394
MCCREADY MEMORIAL HOSPITAL 12 10 22 12 21 33 7 24 31 5 11 16
MEM. HOSP. AT EASTON 108 95 203 127 216 343 99 179 278 118 153 271
MEMORIAL OF CUMBERLAND HOSP. 41 26 67 50 82 132 52 65 117 48 59 107
MERCY MEDICAL CENTER 951 471 1,422 984 560| 1,544 971 697 1,668 1,127 851 1,978
MONTGOMERY GENERAL HOSPITAL 331 277 608 342 439 781 329 301 630 416 269 685
NORTH ARUNDEL HOSPITAL 159 462 621 190 673 863 170 516 686 208 714 922

MARYLAND
A ~ARE
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NORTHWEST HOSPITAL CENTER 87 299 386 79 422 501 91 378 469 77 395 472
PENINSULA REGIONAL MED CTR 152 246 398 148 418 566 120 398 518 146 421 567
PRINCE GEORGES HOSP. CTR. 195 425 620 199 427 626 204 307 511 167 197 364
SACRED HEART HOSPITAL 163 6 169 117 61 178 88 177 265 96 167 263
SAINT JOSEPH HOSPITAL 93 197 290 100 223 323 78 178 256 96 232 328
SHADY GROVE HOSPITAL 124 288 412 84 354 438 98 348 446 90 359 449
SINAI HOSPITAL 285 281 566 156 753 909 145 798 943 155 819 974
SOUTHERN MARYLAND HOSPITAL 98 108 206 113 158 271 95 205 300 115 24 139
ST. AGNES HEALTHCARE 184 132 316 191 481 672 171 643 814 184 696 880
ST. MARY'S HOSPITAL 58 147 205 54 201 255 43 61 104 64 47 111
SUBURBAN HOSPITAL 404 218 622 481 275 756 410 217 627 406 273 679
U OF MD HOSPITAL 410 272 682 510 646| 1,156 358 641 999 400 716 1,116
UNION MEMORIAL HOSPITAL 176 519 695 195 750 945 142 681 823 173 615 788
UNION OF CECIL HOSPITAL 145 129 274 136 191 327 135 68 203 120 287 407
UPPER CHESAPEAKE MED. CTR. 58 0 58 65 0 65 80 0 80 86 172 258
WASH. ADVENTIST HOSPITAL 214 389 603 159 537 696 147 574 721 132 556 688
WASHINGTON CTY. HOSPITAL 296 265 561 319 447 766 345 472 817 352 464 816
ALL HOSPITALS 10,425| 12,893 | 23,318 10,880| 18,94 29,82 9,335 17,222 26,557 10,666 16,011 26,677
2 2

Note: Inpatient discharges who are admitted from the emergency room are not counted in the emergency room count and therefore are not duplicative.

This data is not included in any SAMIS, ADAA reports.

DNR: Did Not Report

Source: Maryland Health Care Commission, Maryland Hospital Discharge and Emergency Room Abstract, CY 1997-CY 2000.
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